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the opt-out provision of the Bankruptcy Code, Kansas had the 
authority	to	create	exemptions	for	specific	parts	of	the	bankruptcy	
estate, including state and federal tax credits. In re Earned Income 
Tax Credit Exemption Constitutional Cases, 2012-2 U.S. Tax 
Cas. (CCH) ¶ 50,502 (Bankr. D. Kan. 2012).
CHAPTER 12
 ELIGIBILITY. The debtor had operated a dairy farm but sold all 
the dairy cows and equipment to make payments on loans secured 
by	the	animals,	equipment	and	farm	land.	When	the	debtor	filed	for	
Chapter 12, the debtor had no farm income for the prior tax year 
and	the	year	of	the	bankruptcy	filing	and	reported	only	income	
from non-farm wages. The debtor had hoped that bankruptcy would 
allow the restructuring of the farm for the raising of cattle, using 
feed produced on the farm. However, the debtor had only begun 
raising	pumpkins	and	flowers	for	sale.	The	debtor	had	a	few	farm	
animals. The debtor’s plan included income from the pumpkins, 
flowers,	rental	of	land,	and	sale	of	irrigation	water	to	a	neighboring	
farm.   The trustee and secured creditor objected to the plan and 
raised the issue of the debtor’s eligibility for Chapter 12. The court 
held that the debtor was eligible for Chapter 12 because the debtor 
had more than half of income from farming for the second and third 
years	preceding	the	filing	of	the	petition.	Although	the	debtor	had	
no farm income during the next two years, the court noted that the 
debtor had been making efforts to re-establish a farming operation, 
although not as a dairy. The court also held that the Chapter 12 
plan	was	not	confirmable	because	the	debtor	failed	to	substantiate	
the reasonableness of all the income listed in the plan and failed to 
account for failures to make tax payments during the bankruptcy 
case. In re Ellis, 2012 Bankr. LEXIS 3043 (Bankr. N.D. N.Y. 
2012).
	 The	Chapter	12	debtor	had	filed	and	completed	a	prior	Chapter	7	
case which had discharged the debtor’s personal liability for debts 
in excess of the fair market value of the debtor’s real property 
but had not discharged the debts as to the properties. Thus, in the 
Chapter 12 case, the debtor’s total debts were $4,172,116, which 
exceeded the limitation for Chapter 12 cases. The debtor argued that 
the debts should not include the portion of each debt for which the 
debtor did not have personal liability, which would reduce the total 
debts to an amount less than the Chapter 12 limitation. The court 
disagreed, holding that, because the full debts were still a claim 
against the debtor’s properties until the properties were sold, the 
full amount of the debts was included in determining the debtor’s 
debts for purposes of Chapter 12 eligibility. The court dismissed 
the case for lack of eligibility for Chapter 12.  In re Davis, 2012 
Bankr. LEXIS 3631 (9th Cir. [BAP] 2012).
ANIMALS
 HORSES. The plaintiff was injured while participating in a 
trail ride on the defendant’s property with the defendant’s horse. 
The plaintiff was instructed to tie the horse to a vertical hitching 
post with other horses while preparing the horse for the ride. 
While preparing the horse, another horse spooked and, with the 
plaintiff’s horse, pulled the vertical pole off the posts so that it 
struck the plaintiff’s foot. The plaintiff sued in negligence as to 
the defective hitching post and the failure to use cross-ties with 
safety release clips. The defendant argued that the Georgia’s 
Injuries From Equine Or Llama Activities Act, Ga. Stat. § 4-12-2(7) 
shielded the defendant from liability because the injuries resulted 
from an inherent risk of equine activities. The trial court awarded 
summary judgment to the defendant and the appellate court 
affirmed,	holding	that	the	Act	applied	to	the	injuries,	the	plaintiff	
failed to demonstrate that the defendant had any knowledge that 
the hitching rail was defective for tieing horses, and the plaintiff 
failed to prove that the hitching rail was otherwise defectively 
constructed. Mays v. Valley View Ranch, Inc., 2012 Ga. App. 
LEXIS 674 (Ga. Ct. App. 2012).
 The plaintiff was injured when the plaintiff’s car struck one of 
the defendant’s horses which had escaped from the defendant’s 
property. The trial court had granted summary judgment to the 
defendant because of the lack of proof that the defendant was 
negligent in maintaining the fence. The appellate court reversed, 
first	noting	that,	in	Mississippi,	the	mere	fact	that	an	animal	had	
escape	was	not	sufficient	proof	that	the	fence	was	not	properly	
maintained.  However, the court noted that there were several 
issues of fact which could be decided by a jury, making summary 
judgment improper at this stage. The plaintiff had raised issues 
as to the fence construction and the propensity of the horses to 
escape to seek feed in a neighbor’s pasture.  Ladnier v. Hester, 




  EARNED INCOME CREDIT. The debtors, three 
individuals	who	each	filed	a	separate	bankruptcy	case,	claimed	
a portion of their federal and state income tax refunds as exempt 
under Kan. Stat. § 60-2315 for the portion related to the earned 
income tax credit allowed under Kansas and federal tax law. The 
trustee challenged the exemptions as unconstitutional under the 
Supremacy Clause of the U.S. Constitution and inconsistent with 
other portions of the Bankruptcy Code. The court held that, under 
Agricultural Law Digest 131
CASES, REGULATIONS AND STATUTES
by Robert P. Achenbach, Jr
132 Agricultural Law Digest
FEDERAL FARM
PROGRAMS
 NO ITEMS.  
 FEDERAL ESTATE
AND GIFT TAXATION
 GENERATION SKIPPING TRANSFERS. On the date of the 
decedent’s death, a trust established by the decedent was divided 
into two trusts, a marital trust and a family trust, with the surviving 
spouse	as	the	sole	income	beneficiary	of	both	trusts.	On	a	timely	
filed	estate	tax	return,	the	co-executors	elected	to	treat	a	portion	
of the assets passing to the family trust as QTIP so that portion 
qualified	for	the	marital	deduction	under	I.R.C.	§	2056(b)(7).	In	
addition, the co-executors made a special election under I.R.C. § 
2652(a)(3) to treat the assets of QTIP Family Trust, for GST tax 
purposes, as if the election under I.R.C. § 2056(b)(7) had not been 
made (a “reverse” QTIP election). The co-executors allocated 
the decedent’s remaining GST exemption to QTIP Family Trust. 
Treas.	Reg.	§	26.2652-2(c)	was	issued	after	the	filing	of	the	estate	
tax return. The regulation provides a transitional rule that allows 
certain trusts subject to a “reverse” QTIP election, to which GST 
exemption had been allocated, to be treated as two separate trusts, 
so that only a portion of the trust would be treated as subject to 
the “reverse” QTIP election, and that portion would be treated 
as having a zero inclusion ratio. The deadline for making the 
election set forth in the transitional rule was June 24, 1996. The 
estate	requested	and	the	IRS	granted	an	extension	of	time	to	file	
an amended return with the election. Ltr. Rul. 201232019, May 
1, 2012.
	 The	taxpayer	created	a	 trust	for	 the	benefit	of	 the	 taxpayer’s	
children and descendants. The taxpayer and taxpayer’s spouse 
elected to treat transfers to the trust as made one-half by each. 
The	taxpayers	timely	filed	a	Form	709	for	the	transfers	but	the	
accounting	firm	hired	to	prepare	the	return	failed	to	include	an	
allocation of the GST exemption to the transfers.  The IRS granted 
an	 extension	 of	 time	 to	file	 an	 amended	 return	with	 the	GST	
allocation.  Ltr. Rul. 201232028, May 2, 2012.
 INCREASE OF BASIS IN ESTATE PROPERTY FOR 
DEATHS IN 2010. The decedent died in 2010 and the executrix 
failed	to	timely	file	Form	8939,	Allocation of Increase in Basis 
for Property Acquired From a Decedent. Notice 2011-66, 2011-2 
C.B. 184, section I.A. provided that the executor of the estate of a 
decedent who died in 2010 makes the election under I.R.C. § 1022 
by	filing	a	Form	8939	on	or	before	November	15,	2011.	Notice 
2011-76, 2011-2 C.B. 479, extended the due date of the Form 
8939 and thus, the election, from November 15, 2011 to January 
17,	2012.	The	IRS	granted	the	estate	an	extension	of	time	to	file	
Form 8939. Ltr. Rul. 201231003, Apr. 16 2012.
 POWER OF APPOINTMENT. A trust was established 
for a child of the settlors. The trust provided that the child had 
a testamentary power to appoint the principal and accrued or 
undistributed income of the trust to a class consisting of the 
settlors’ issue. The IRS ruled that, because the child’s power 
of appointment was a testamentary power, the child could not 
appoint any part of the trust to the child or to the child’s creditors 
during the child’s life. In addition, the reference to “settlors’ 
issue” as a permissible class of appointees of the child’s 
testamentary power was properly viewed as not including the 
child’s estate or the creditors of the child’s estate after the child’s 
death. Therefore, the power of appointment was not a general 
power of appointment which would require including the trust 
in the child’s estate. Ltr. Rul. 201231007, March 26, 2012.
FEDERAL INCOME 
TAXATION
 CASUALTY LOSS. In 2007, the taxpayer was involved 
in an auto accident caused by another driver. The taxpayer’s 
insurance company paid for the repair of the car directly to the 
repair shop, except for the deductible amount on the taxpayer’s 
insurance policy. The taxpayer received the repaired car in 
2007 but claimed a casualty loss for the amount of the repairs 
in 2008. At trial the taxpayer admitted that the claim was 
included in the wrong year but argued that, the deduction was 
not reduced by the insurance coverage because the taxpayer did 
not receive any payment from the insurance company. The court 
held that the insurance company’s payment to the repair shop 
was a reimbursement for the damages to the car; therefore, the 
deduction was disallowed except as to the insurance deductible 
amount. Beach v. Comm’r, T.C. Summary Op. 2012-81.
 CONSTRUCTIVE RECEIPT OF INCOME. The taxpayer 
received an award of back pay which represented the difference 
between the military pay and allowances the taxpayer received 
as an Air Force major and the military pay and allowances 
the taxpayer would have received as an Air Force lieutenant 
colonel while serving on active duty from October 1998 to 
April 2002. The taxpayer argued that the back pay should be 
treated as income for each of those years and not income just 
in the year received because the income would have been taxed 
at a lower rate in those years. Although the court sympathized 
with the negative effect on the taxpayer’s tax rates, the court 
held that, in the absence of any proof that the back pay was 
constructively received in the prior tax years, the entire back 
pay award was taxable in the year received. Francis v. Comm’r, 
T.C. Summary Op. 2012-79.
 COST OF GOODS SOLD.  The taxpayer was an insurance 
agent	 and	filed	Schedule	C	 for	 that	 business.	The	 taxpayer	
claimed a cost of goods sold by subtracting from gross revenues 
the cost of rent, referral fees and record-keeping services. 
The court held that in service businesses, the cost of goods 
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sold equals the gross receipts, without any reduction for costs 
associated with those services.  Perry v. Comm’r, T.C. Memo. 
2012-237
 DEPENDENTS. The taxpayer had two children for which 
custody was granted to the other divorced parent. The custodial 
parent lived in another state and the taxpayer had the right to visit 
the children in the summer and winter holidays. The taxpayer 
claimed the two children as dependents on the taxpayer’s tax 
return but the custodial parent did not sign a Form 8332 releasing 
the custodial parent’s right to claim the dependency deduction for 
the children. The taxpayer argued that the taxpayer’s payment of 
child support and the custodial parent’s lack of taxable income 
allowed the taxpayer to claim the deductions. The court held that 
neither	reason	was	sufficient	to	overcome	the	requirements	of	
I.R.C. § 152(e)(2) and Treas. Reg. § 1.152-4(e) that the custodial 
parent must release the right to the dependency deduction using 
Form 8332 or similar document; therefore, the IRS properly 
denied the deductions. Walters v. Comm’r, 2012-230.
 DEPRECIATION.		The	taxpayer	placed	in	service	qualified	
Section	 168(k)(2)	 property	 and	did	 not	 claim	 additional	first	
year depreciation as to the property but failed to include with 
Form 1065, as required by Treas. Reg. § 1.168(k)-1(e)(3)(ii), 
the	 election	 statement	 not	 to	 claim	 the	 additional	 first	 year	
deduction	for	all	classes	of	qualified	property	placed	in	service	
for the taxable year. The IRS granted the taxpayer an extension 
time	to	file	an	amended	return	with	the	required	statement.	Ltr. 
Rul. 201232001, May 14, 2012.
 EMPLOYEES. The taxpayer was an S corporation which 
provided masonry services as a subcontractor on construction 
sites. The corporation hired masons and laborers on a site-by-site 
basis and treated the workers as independent contractors. The IRS 
filed	a	deficiency	based	on	unpaid	employment	taxes,	treating	the	
workers	as	employees.	The	corporation	did	not	file	Form	1099-
MISC to the workers or with the IRS. The court held that the 
masons and workers were employees because (1) the corporation 
exercised control over the manner in which the work was to be 
done, controlled the methods to be used in doing the work, and 
controlled the details and means by which the desired result was 
to	be	accomplished;	(2)	the	workers	had	no	share	in	the	profit	or	
loss from the various projects; (3) the corporation had the right 
to	fire	any	worker	for	which	the	corporation	was	dissatisfied;	
and (4) the workers were an essential part of the corporation’s 
business. The corporation sought relief under Section 530 of the 
Revenue Act of 1978, Pub. L. No. 95-600, which allows relief 
from	reclassification	of	workers	if:	(1)	the	taxpayer	did	not	treat	
the workers as employees; (2) the taxpayer consistently treated 
the workers as nonemployees on all tax returns; and (3) the 
taxpayer had a reasonable basis for not treating the workers as 
employees. The court held that because the corporation did not 
issue	Form	1099-MISC	to	the	workers	or	file	the	forms	with	the	
IRS, the taxpayer was not eligible for Section 530 relief. Atlantic 
Coast Masonary, Inc. v. Comm’r, T.C. Memo. 2012-233.
 FIRST TIME HOMEBUYER CREDIT. The taxpayer lived 
in the taxpayer’s parents’ home from 1993 through the date of 
both parents’ deaths in 2008. The parents had transferred the 
home to a living trust with the taxpayer, the taxpayer’s sibling 
and	the	parents’	grandchildren	as	remainder	beneficiaries.	Upon	
the death of the parents, the trust became irrevocable. The 
beneficiaries	entered	into	an	agreement	for	distributions	from	
the parents’ estates under which the taxpayer and sibling each 
received a 50 percent interest in the home in 2008. In 2009, 
the taxpayer purchased the sibling’s half interest in the home 
with	 a	 promissory	 note.	The	 taxpayer	 claimed	 the	first	 time	
homebuyer’s credit for the  purchase of the sibling’s 50 percent 
interest. The court held that the taxpayer was not eligible for 
the credit because the taxpayer had an ownership interest in the 
residence prior to purchasing the sibling’s 50 percent interest. 
Colca v. Comm’r, T.C. Summary Op. 2012-77.
 HOME OFFICE. The taxpayer claimed a deduction for 
depreciation on a portion of a home used in the taxpayer’s 
business. The taxpayer did not provide information proving 
the adjusted basis of the property or the portion of the home 
actually used in the business. Therefore, the court upheld the 
IRS disallowance of the depreciation deduction for lack of 
substantiation.  Perry v. Comm’r, T.C. Memo. 2012-237.
 INSTALLMENT REPORTING. The taxpayer sold 
properties to a related third party in exchange for promissory 
notes. These promissory notes required the buyers to pay interest 
only each year until a certain year when any unpaid interest and 
the principal balance for the sale were to be paid in one lump 
sum. Inadvertently, the taxpayer’s accountant did not report the 
gain from the sales on the installment method under I.R.C. § 453, 
but reported all of the gain on the taxpayer’s income tax return 
for the year of the sales. The IRS granted an extension of time 
to revoke the election. Ltr. Rul. 201232021, May 14, 2012.  
 MOVING EXPENSES. The IRS has published 10 tax tips 
on moving expenses taxpayers may be able to deduct on their 
tax return. (1) Expenses must be close to the time you start work 
Generally, taxpayers can consider moving expenses that they 
incurred	within	one	year	of	the	date	they	first	report	to	work	at	
a new job location.  (2) Distance Test  A taxpayer’s move meets 
the distance test if the new main job location is at least 50 miles 
farther from the taxpayer’s former home than the taxpayer’s 
previous main job location was from the taxpayer’s former home. 
For example, if the taxpayer old main job location was three 
miles from the taxpayer’s former home, the taxpayer’s new main 
job location must be at least 53 miles from that former home. 
(3) Time Test  Upon arriving in the general area of the new job 
location, the taxpayer must work full time for at least 39 weeks 
during	 the	first	 year	 at	 the	 new	 job	 location.	 Self-employed	
individuals must meet this test, and they must also work full 
time	for	a	total	of	at	least	78	weeks	during	the	first	24	months	
upon arriving in the general area of their new job location. If 
the taxpayer’s income tax return is due before the taxpayer 
has	 satisfied	 this	 requirement,	 the	 taxpayer	 can	 still	 deduct	
allowable moving expenses if the taxpayer expects to meet the 
time test. There are some special rules and exceptions to these 
general rules explained in Publication 521, Moving Expenses. (4) 
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Travel  A taxpayer can deduct lodging expenses (but not meals) 
for the taxpayer and household members while moving from 
the taxpayer’s former home to the new home. A taxpayer can 
also deduct transportation expenses, including airfare, vehicle 
mileage, parking fees and tolls incurred, but a taxpayer can only 
deduct one trip per person. (5) Household goods  A taxpayer can 
deduct the cost of packing, crating and transporting household 
goods and personal property, including the cost of shipping 
household pets. A taxpayer may be able to include the cost of 
storing and insuring these items while in transit. (6) Utilities  A 
taxpayer can deduct the costs of connecting or disconnecting 
utilities. (7) Nondeductible expenses  A taxpayer cannot deduct 
as moving expenses: any part of the purchase price of a new 
home, car tags, a driver’s license renewal, costs of buying or 
selling a home, expenses of entering into or breaking a lease, or 
security deposits and storage charges, except those incurred in 
transit and for foreign moves. (8) Form  A taxpayer can deduct 
only those expenses that are reasonable for the circumstances 
of	the	move.	To	figure	the	amount	of	the	deduction	for	moving	
expenses, taxpayers should use Form 3903, Moving Expenses. 
(9) Reimbursed expenses  If a taxpayer’s employer reimburses 
the taxpayer for the costs of a move for which the taxpayer took 
a deduction, the reimbursement has to be included as income 
on the taxpayer’s tax return. (10) Update the taxpayer’s address 
When moving, taxpayers should be sure to update the address 
with the IRS and the U.S. Postal Service to ensure the taxpayer 
receives mail from the IRS. Use Form 8822, Change of Address, 
to notify the IRS. IRS Summertime Tax Tip 2012-15.
 PARSONAGE ALLOWANCE. A petition for review by the 
U.S.	Supreme	Court	was	filed	in	the	following	case.	The	taxpayer	
was an ordained minister and received a parsonage allowance for 
two residences. The taxpayer excluded the parsonage allowance 
from income under I.R.C. § 107(2) but the IRS assessed a 
deficiency	based	on	disallowance	of	the	exclusion	for	the	second	
residence. I.R.C. § 107 provides that for “a minister of the gospel, 
gross income does not include … (2) the rental allowance paid to 
him as part of his compensation, to the extent used by him to rent 
or provide a home.”  The Tax Court, in a divided opinion, held 
that “a home” included all residences of the minister.  However, 
on appeal the appellate court reversed, holding that “a home” 
was singular and allowed the exclusion for only one residence. 
Driscoll v. Comm’r, 2012-1 U.S. Tax Cas. (CCH) ¶ 50,187 
(11th Cir. 2012), rev’g and rem’g,  135 T.C. 557 (2010).
 PASSIVE ACTIVITY LOSSES. The taxpayer was the sole 
owner of an S corporation which operated a trucking company 
and the taxpayer materially participated in that business. The 
taxpayer was also a 99 percent owner of another S corporation 
and a sole owner of a limited liability company, both of which 
owned trucks and trailers of which each were leased to the S 
corporation trucking business. In 2005, the leasing S corporation 
had net income and the LLC had a net loss. The taxpayer treated 
the income as passive income and the loss as passive loss on the 
taxpayer’s personal return, netting the two.  The IRS assessed a 
deficiency	based	on	its	recharacterization	of	the	S	corporation	
leasing income as nonpassive, thus reducing the deductibility 
of the net losses from the LLC.  The court held that the leasing 
income from the S corporation was nonpassive income under 
Treas. Reg. § 1.469-2(f)(6) because the leased trucks and 
trailers were used in a business in which the taxpayer materially 
participated. The court also held that, because each trailer and 
each truck was the subject of a separate lease, each truck and 
trailer was considered a separate item of property with its own 
income or loss under Treas. Reg. § 1.469-2(f)(6). However, the 
IRS failed to challenge the netting of income and losses within 
the	S	corporation’s	fleet	of	 trucks	and	 trailers;	 the	amount	of	
nonpassive	income	was	determined	by	treating	the	whole	fleet	as	
one leased property. Veriha v. Comm’r, 139 T.C. No. 3 (2012).
 PENSION PLANS. The taxpayer was placed on unpaid 
medical leave from 2007 through 2009. In 2007, prior to 
reaching retirement age, the taxpayer received distributions from 
a retirement plan and did not include the amounts in taxable 
income.  The taxpayer claimed the distributions were excludible 
because	of	 the	 taxpayer’s	financial	 difficulties	 created	by	 the	
unpaid leave. In a decision designated as not for publication, the 
court	held	that	financial	difficulty	was	not	one	of	the	specified	
exemptions in I.R.C. § 408(d)(1); therefore, the distribution was 
taxable income. Clanton v. Comm’r, 2012-2 U.S. Tax Cas. 
(CCH) ¶ 50,508 (6th Cir. 2012).
 S CORPORATIONS
 ELECTION. The taxpayer corporation intended to be taxed 
as	an	S	corporation	but	failed	to	timely	file	Form	2553,	Election 
by a Small Business Corporation. The IRS granted an extension 
of	time	to	file	the	election.	Ltr. Rul. 201232005, Apr. 24, 2012.
 OFFICER COMPENSATION. A petition for review by 
the	U.S.	Supreme	Court	was	filed	 in	 the	 following	case.	The 
taxpayer was an accountant and sole shareholder of a professional 
S corporation which held an interest in another accounting 
professional corporation, which was also an S corporation, for 
which the taxpayer worked. Amounts earned by the taxpayer at 
the	accounting	firm	were	paid	as	“dividends”	to	the	taxpayer’s	
S corporation and that corporation distributed the “dividends” 
to the taxpayer, except for a portion which was a nominal 
salary. The court agreed with the IRS that the “dividends” were 
properly recharacterized as wages because the source of the S 




the  main accounting corporation which were distributed to the 
taxpayer’s S corporation. NOTE: technically, S corporations have 
dividend distributions only if the corporation had earnings and 
profits	as	a	C	corporation.	I.R.C.	§	1368(c)(2).	That	distinction	
was not made in this case, hence we have placed the word 
“dividend” in quotes. See Harl, “Unreasonably Low Salaries 
in S Corporations: A Prescription For Additional Payroll Taxes, 
Interest and Penalties,” 22 Agric. L. Dig. 169 (2011). Watson 
v. United States, 2012-1 U.S. Tax Cas. (CCH) ¶ 50,203 (8th 
Cir. 2012), aff’g, 2011-1 U.S. Tax Cas. (CCH) ¶ 50,443 (S.D. 
Iowa 2011).
 SALE OF RESIDENCE. The IRS has published information 
about selling a home. (1) In general, taxpayers are eligible to 
exclude the gain from income if they have owned and used a 
stock back and it was not returned.  The IRS sought summary 
judgment on the issue of a deductible theft loss but the court denied 
the motion because genuine issues of fact remained as to whether 
there existed a theft under state law. Raifman v. Comm’r, T.C. 
Memo. 2012-228.
NUISANCE
 RIGHT-TO-FARM. The plaintiffs purchased a 10-acre horse 
farm within the city limits of the defendant city.  Although the 
plaintiffs started with a few horses, the operation grew to over 40 
horses	and	the	neighbors	complained	to	the	city	about	the	flies	
and manure. In order to accommodate the additional horses, the 
plaintiffs built additional outside stalls, fences and pens for the 
horses. The city issued to the plaintiffs notices of violation of 
several municipal environmental and health code provisions and 
the	plaintiffs	filed	a	declaratory	judgment	petition	in	which	the	
plaintiffs argued that the notices violated the Kansas right-to-farm 
provisions, Kan. Stat. § 2-3201 et seq. The trial court awarded 
summary judgment to the defendant city on the basis that (1) 
no	nuisance	actions	were	filed,	(2)	the	city	code	sections	did	not	
involve zoning, and (3) the plaintiffs substantially changed the 
operation of the farm to accommodate so many more horses. 
Davidson v. The City of Edwardsville, Kansas, 2012 Kan. App. 
Unpub. LEXIS 672 (Kan. Ct. App. 2012).
   FARM ESTATE
  AND BUSINESS
     PLANNING
         by Neil E. Harl
 The Agricultural Law Press is honored to publish the 
completely revised and updated 16th Edition of Dr. Neil E. 
Harl’s excellent guide for farmers and ranchers who want to 
make the most of the state and federal income and estate tax 
laws	to	assure	the	least	expensive	and	most	efficient	transfer	of	
their estates to their children and heirs.  
 We also offer an eBook version of Farm Estate and Business 
Planning, for the lower price of $25.00. The digital version is 
designed for use on all eBook readers’ formats. Please specify 
your reader when you order an eBook version.  A PDF version is 
also available for computer or tablet use at $25.00.
 Print and digital copies can be ordered directly from the Press 
by sending a check for $35 (print version) or $25 (eBook or PDF 
version) to Agricultural Law Press, 127 Young Rd., Kelso, WA 
98626. Please include your e-mail address if ordering the eBook 
or	PDF	version	and	the	digital	file	will	be	e-mailed	to	you.
 Credit card purchases can be made by calling Robert at 360-
200-5666 in Kelso, WA or online at www.agrilawpress.com
 For more information, contact robert@agrilawpress.com.
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home	as	a	main	home	for	two	years	out	of	the	five	years	prior	to	
the date of its sale. (2) If a taxpayer has a gain from the sale of a 
main home, the taxpayer may be able to exclude up to $250,000 of 
the gain from income ($500,000 on a joint return in most cases). 
(3) A taxpayer is not eligible for the full exclusion if the taxpayer 
excluded the gain from the sale of another home during the two-year 
period prior to the sale of the home. (4) If a taxpayer can exclude 
all of the gain, the taxpayer does not need to report the sale of the 
home on the tax return. (5) If the taxpayer has gain that cannot be 
excluded, it is taxable. Taxpayers must report the gain on Form 
1040, Schedule D, Capital Gains and Losses. (6) Taxpayers cannot 
deduct a loss from the sale of the main home. (7) Worksheets are 
included in Publication 523, Selling Your Home, to help taxpayers 
figure	 the	adjusted	basis	of	 the	home	sold,	 the	gain	 (or	 loss)	on	
the sale, and the gain that can be excluded. Most tax software can 
also help with this calculation. (8) If a taxpayer has more than one 
home, the taxpayer can exclude a gain only from the sale of the main 
home. Taxpayers must pay tax on the gain from selling any other 
home. If a taxpayer has two homes and lives in both of them, the 
“main home” is ordinarily the one the taxpayer lived in most of the 
time. (9) Special rules may apply when a taxpayer sells a home for 
which	the	taxpayer	received	the	first-time	homebuyer	credit.	See	
Publication 523, Selling Your Home. (10) When the taxpayer moves, 
the taxpayer should be sure to update the taxpayer’s address with 
the IRS and the U.S. Postal Service to ensure the taxpayer receives 
mail from the IRS. Use Form 8822, Change of Address. For more 
information about selling your home, see IRS Publication 523, 
Selling Your Home. IRS Summertime Tax Tip 2012-14.
 STUDENT AID. The IRS has published information about a 
tool	to	help	college	students	fill	out	financial	information	on	their	
2012-2013 Department of Education’s Free Application for Federal 
Student Aid (FAFSA). By using the IRS Data Retrieval Tool, 
applicants can automatically transfer required tax data from their 
federal tax returns directly to their FAFSA form. Eligibility Criteria 
To use the IRS DRT  In order to use DRT to complete their  2012-
2013	FAFSA	form,	taxpayers	must:	(1)	have	filed	a	federal	2011	
tax return, (2) possess a valid Social Security Number, (3) have a 
Federal Student Aid PIN (individuals who don’t have a PIN will be 
given the option to apply for one through the FAFSA application 
process), and  (4) have not changed marital status since Dec. 31, 
2011. Exceptions  If any of the following conditions apply to the 
student or parents, the IRS Data Retrieval Tool cannot be used for 
the	2012	FAFSA	application:	(1)	an	amended	tax	return	was	filed	
for	2011,	(2)	no	federal	tax	return	was	filed	for	2011,		(3)	the	federal	
tax	filing	 status	 on	 the	 2011	 return	 is	married	filing	 separately	
or	 (4)	a	Puerto	Rican	or	other	 foreign	 tax	 return	has	been	filed.	
Applicants who cannot use the IRS DRT to meet college requests 
for	verification,	may	need	to	obtain	an	official	transcript	from	the	
IRS. Transcripts are not available until the IRS has processed the 
related tax return. To order tax return or tax account transcripts, 
students can visit IRS.gov and select “Order a Transcript.” Special 
Edition Tax Tip 2012-12.
 THEFT LOSS. The taxpayers, husband and wife, participated in 
an investment scheme under which they transferred shares of stock 
to the investment company in exchange for a 90 percent loan. The 
taxpayer claimed a theft loss for the stock when they asked for the 
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AGRICULTURAL TAX SEMINARS
by Neil E. Harl
  Join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain insight and understanding from one of the country’s foremost 
authorities on agricultural tax law.
 The seminars will be held on two days from 8:00 am to 5:00 pm. Registrants may attend one or both days, with separate pricing for each combination. On the 
first	day,	Dr.	Harl	will	speak	about	farm	and	ranch	income	tax.	On	the	second	day,	Dr.	Harl	will	cover	farm	and	ranch	estate	and	business	planning.	Your	registration	
fee includes written comprehensive annotated seminar materials for the days attended and lunch. E-mail robert@agrilawpress.com for a brochure. Online 
registration is available at www.agrilawpress.com.
 Two locations and dates to chose from:
 September 17-18, 2012,  Fargo, ND   Holiday Inn, 3803 13th Ave. South, Fargo, ND  58103 ph. 701-282-2700
 September 20-21, 2012, Sioux Falls, SD  Ramada Hotel, 1301 W. Russell St., Sioux Falls, SD 57104  ph. 605-336-1020
 The topics include:
  
 The seminar registration fees for current subscribers	(and	for	each	one	of	multiple	registrations	from	the	same	firm)	to	the	
Agricultural Law Digest, the Agricultural Law Manual, and Farm Estate and Business Planning are $225 (one day) and $400 
(two days).
 The registration fees for nonsubscribers are $250 (one day) and $450 (two days). Nonsubscribers may obtain the discounted 
fees by purchasing any one or more publications. See www.agrilawpress.com for online book and CD purchasing.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
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